Flexibility Properties of the Normalized Quadratic Mixed Demand System
For the functional specification proposed here to be "flexible" according to Diewert's (1974) definition, it needs to be able to attain arbitrary values for the cost function and its first and second derivatives at a point ,, p z u . For simplicity, let's take this point to be unity for all variables involved (this is possible without loss of generality by appropriate choice of units of measurement The arbitrary values that we need to consider, at the point Furthermore, so far we have neglected the restrictions implied by the fact that ( , , ) C p z u is homogeneous of degree one in p . Thus, the Euler theorem implies that the first derivatives (21)- (27) in the text. ■
